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Did you know?
•	 Nearly 800,000 farmers and 28,000 milk 
vendors depend on the informal milk chain in 
Kenya. 
•	 Each day, informal traders handle nearly 2 
million litres of milk, providing nourishment to 
6.5 million Kenyans.
•	 Policy change to license and certify milk 
vendors in Kenya has benefitted the economy 
by around USD 33 million annually and the 
economy of Guwahati, the capital of Assam, 
by USD 6 million annually.
•	 Training, licensing and certification has measur-
ably improved milk hygiene, safety, and busi-
ness performance.
•	 In the first year of operation 20% of traders 
were on the path to certification. By 2013, 
about 70% of producers and traders in  
Assam’s capital district had been trained and 
of those, 86% were reported to have made 
changes in milk production practices.
The Kenyan economy benefited by an estimated USD 33.5 
million annually since 2008 from research to inform policy 
change in Kenya’s dairy industry. 
The research resulted in licensing for small-scale milk 
vendors who previously were not officially recognized and 
were frequently harassed. 
The benefits of policy change include improved safety 
of milk, increased profit margins for small-scale vendors, 
greater access to milk for poor consumers, and employ-
ment for many others in the sector, with knock-on benefits 
for the wider economy. 
Building on the Kenyan approach, an initiative to improve 
milk handling among traders in Assam in India resulted in 
a new governance institution, increased risk mitigation, 
improvements in milk quality, higher sales and increased 
customer satisfaction. The economic impact in the capital 
district has been estimated at USD 5.6 million annually.
Context
Smallholder farmers produce the majority of fresh milk 
consumed in most developing countries and informal 
sector hawkers and traders provide most of this milk to 
consumers. 
While smallholder farmers have received some support 
from governments and NGOs, informal sector trad-
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ers typically get no support and are even penalized. This 
is often driven by beliefs that the trade in raw milk is a 
danger to public health and compounded, in many cases, 
by opposition from the formal sector, in order to reduce 
competition from informal traders. Informal actors are 
also vulnerable to exploitation because they rarely have a 
collective voice and often lack business knowledge and an 
understanding of technologies.
In Kenya, the milk value chain is dominated by small-scale 
milk vendors and producers, with informal milk market-
ing accounting for nearly 86% of raw, unpasteurized milk 
supplies to consumers. Prior to 2004, however, government 
dairy policies essentially criminalized the activities of small-
scale milk vendors. 
The informal dairy sector in Assam, India, faced similar 
problems and was viewed as unsafe and backward, despite 
providing around 97% of milk marketed.
ILRI’s approach
An approach to working with the smallholder-based dairy 
sector, first developed in Kenya and later extended to As-
sam, integrates a number of different approaches. 
Firstly, it quantifies the importance of smallholders and 
informal trade for economies, employment, women and 
consumers. Secondly, it provides evidence for policymakers 
on the safety of the informal sector in comparison to the 
formal sector and the risks to human health. Thirdly, the 
approach provides training in hygienic milk production and 
business skills to demonstrate how these can impact on 
milk safety and business performance. 
Fourthly, it begins the process of ‘formalizing’ the informal 
sector through training and certification, and/or by de-
veloping platforms that bring together the regulators and 
informal producers and marketers. The intervention also 
ensures that incentives for the informal sector to improve 
hygiene are in place; and finally, it demonstrates the benefits 
gained by the informal sector through the capacity building, 
formalization and incentives.
In Kenya, these approaches were implemented through 
the Smallholder Development Project (funded by the 
UK Department for International Development), which 
generated research-based evidence to reveal the economic 
significance of the informal milk sector and highlight the 
potential for improved handling and hygiene practices. 
Key among this information generated was that: 86% of 
marketed milk passed through informal hands; the tra-
ditional sector was an important source of employment 
(with nearly 800,000 farmers and 28,000 small-scale milk 
vendors depending on the milk chain); processed milk 
from the formal sector showed no significant difference 
in quality compared with milk from unlicensed traders; 
informally-traded milk provided farmers with a better 
price and consumers with a cheaper product; and train-
ing significantly increased awareness of milk vendors and 
quality of milk. 
These findings attracted the interest of government agencies.
Research evidence played a major role in changing attitudes 
and practices in the dairy sector, as it offered a wholly new 
paradigm of dairy market development. The evidence was 
wide-ranging, relevant, highly robust and credible, making 
it difficult for opponents to refute. It was also strategically 
communicated to a range of audiences and showed clear 
ways forward for policymakers. 
Research to policy
Another key part of the Smallholder Development Proj-
ect’s policy-influencing strategy was to identify and foster 
links with civil society organizations, who lobbied decision-
makers and parliamentarians for support, resulting in an 
increased profile for the small-scale milk vendors and wide-
spread acceptance of their importance in the dairy indus-
try. Consequently, the Ministry of Livestock and Fisheries 
Development issued a set of dairy industry regulations in 
September 2004 designed to streamline licence application 
processes for small-scale milk vendors.
Officials from the Kenya Dairy Board (KDB) used the 
impetus of these new regulations to institute training, 
certification and licensing requirements for small-scale 
milk vendors. This resulted in more emphasis on bringing 
traders into the regulatory system and supporting them to 
sell quality milk, rather than attempting to stamp out small-
scale marketing channels. To improve customer confidence, 
KDB began branding milk outlets and also trained and em-
ployed business development service providers to train and 
certify small-scale milk vendors, and worked with NGOs to 
encourage milk consumption. 
The revised 2004 policy allowed small-scale milk vendors, 
who had operated illegally due to concerns over safety of 
the milk they supplied, to improve their milk handling and 
hygiene, operate more efficiently, on a larger scale, and thus 
significantly reduce transaction costs (the cost of milk mar-
keting declined by 9% after the introduction of the revised 
policy), increasing their profit margins. The policy change is 
now benefiting the economy by at least USD 33.5 million 
per year, with nearly half accruing to producers, many of 
whom are women. Other benefits include increased em-
ployment, greater access to milk for consumers, safer milk 
and improved nutrition of poor consumers.
 ‘Things have changed a lot. Before, we (milk traders) 
were enemies of all the regulatory bodies, the police, 
KDB, the public health inspectors. But now we have 
come together, we have been trained on milk hygiene 
and value addition. We are able to check the quality 
of the milk we buy from farmers and what we sell on. 
There has been a drastic reduction in milk rejected 
by customers. We feel proud of the milk we are deliv-
ering to the consumers.’
Virginia Wamaitha, Katito milk traders group.
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Africa to Asia
Building on the success of the Kenyan dairy approach, ILRI 
supported an initiative in Assam, India, to improve milk han-
dling among milk traders. This involved liaising with traders’ 
organizations, building their trust, developing a platform 
where traders could come together with other actors, 
developing a training and certification program for produc-
ers and traders, and ensuring incentives were in place for 
compliance. 
The project was able to convincingly demonstrate the impor-
tance of the traditional sector, its positive role in improving milk 
quality and its potential to support pro-poor development. 
This evidence significantly contributed to a dramatic shift 
in the attitude of government officials towards the informal 
dairy sector. For example, before the project, the Dairy 
Development Department (DDD) had not been involved 
in any initiatives to improve the hygiene and quality of milk 
marketed by the informal sector. Latterly, DDD has not 
only endorsed the informal sector but has become the 
spearhead for the training and certification program and 
begun to fund some activities. 
More widely, government stakeholders came together 
for the first time to collectively discuss and solve 
problems in the informal milk marketing sector. The 
formation of the Joint Coordination and Monitoring 
Committee brought together all relevant government 
departments enabling them to dovetail departmental 
initiatives towards a common cause. For example, the 
Guwahati Municipal Corporation—responsible for issu-
ing trade licences and regulating the milk trade—agreed 
to adopt trader-friendly licensing and inspection proce-
dures. Meanwhile, the Animal Husbandry and Veterinary 
Department organized free health check ups for pro-
ducers, and the Department of Health Services offered 
health check ups for milk traders. 
The training and certification scheme for informal milk 
producers and traders was developed collaboratively. After 
receiving training on causes of milk spoilage and disease, 
hygienic milk production, and handling and storage, trainees 
formed Hygienic Milk Monitoring Committees to monitor 
the adoption of improved practices. Successful adopters 
were then provided with certificates and a business licence. 
By 2013, about 70% of producers and traders in and 
around Guwahati had been trained.
Of those trained, 86% reported to have made changes in 
milk production practices after training, including increased 
hand washing, cleaning of milk containers, use of hygienic 
utensils and proper disposal of milk. Producers reported 
reduced incidence of disease and increased milk produc-
tivity and income, while traders reported reduced milk 
spoilage, higher milk quality, and increased milk shelf life, 
demand, consumer satisfaction, sales and profits. 
Estimates of economic benefits show that the program 
has seen increased average profit margins (up by USD 0.01 
per litre) for trained traders. In the district of Kamrup, for 
example, it has been estimated that the project has added 
USD 13,000 every day to the value of the informal dairy 
sector (~ USD 5.6 million annually). 
Next steps
The smallholder dairy model has widespread applicability to 
the informal sectors of developing countries where most 
milk, meat, fish, eggs and fresh vegetables are produced by 
smallholders and sold in live animal markets. 
The broad approach has generated evidence of the impor-
tance of the informal sector and its ability to deliver safer 
food, followed by influence and advocacy to create a more 
enabling environment for the informal sector. 
An important strategy was developing sustainable institu-
tions to give a voice to informal sector actors and to sup-
port training, certification and licensing. 
The approach is being extended into other countries and 
other food sectors and ILRI is gathering further evidence to 
support scaling up and scaling out.
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